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According to a report released Jan. 4 by the official statistics agency (Direccion General de
Estadistica y Censos-DGEC), consumer price inflation for December came to 5.42%, bringing the
rate for the year to 128.96%. The 1990 inflation rate sets a record for at least 15 years. Although the
government's budget deficit was reduced from 8.5% of GDP to 2.5% last year, several domestic
and international market developments had a negative impact on efforts to control inflation. Major
external factors were "exchange rate disequilibria" experienced by neighboring countries, resulting
in rising aggregate demand for Uruguayan goods without a corresponding increase in supply; the
unexpected price spiral for imported oil; and, price deterioration for several major raw materials
exports. The most important negative domestic factors were a large amount of debt contracted in
1989, the high fiscal deficit, cumulative effects of a three-year drought, the government economic
team's lack of credibility, and businesspersons' expectations. Quarterly inflation in 1990, and
annualized projections, follows: 1st, 22.34% (124.01% annualized); 2nd, 23.84% (123.2%); 3rd, 27.87%
(167.35%); and, 4th, 18.17% (95%). The highest overall inflation rates for the year occurred in the
following sectors: education (155.1%); medical services (154.3%); and, foodstuffs and beverages
(132.8%). (Basic data from AFP, 01/04/91)
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